This Page Is Inserted by IFW Operations 
and is not a part of the Official Record 

BEST AVAILABLE IMAGES 



Defective images within this document are accurate representations of 
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BLACK BORDERS 
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FADED TEXT 
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COLORED PHOTOS 
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, . tVe did : not ■ do ' anjttong: that is related to financial; structur-: 
ing or drsclosure or any of the issues that got them into 
tmuMe. We stand by afi the work we did. Beyond that, we 
can only empathize with the trouble they are going through. 
; '; ; ;: : It's a sad thing to see. ** _ l;:;:: ; 'if; f^MMMr^m 
SUU. outsider* nuir%el that tl«' secret r.'e partnership has 
not been drawn Into the debacle, given its extensive in- 
volvement at Ennmi "I'm surprised; that they haven't been 
subpoenaed as a witness, at least" «u*y» Wayn*- E> Cooper, 
Ceu « Kennedy Informal itm. ^ rev. arch jukI pub*ri:*hiRg firm 
that keeps tabs oti confukiinlK. "There -was much smoke 
; coming out of the Andersen smoking gun that all ih»« fire- 
fighters went after that one. McKinsey was lucky. They 
dodged a buDeC 

The had mw, however, 
fc was 



McKlNSEY 

OVER THE 




DkJ McKinseys jtartivrw got caught up in tl*e puphoria of the 
lati- IKfci and puffer h^,w>. of judgment? An J if £», svhat dot"., 
tiiat say about Uw« quality of its expensive advice? Did it 
3tray from its core, values? What accountability does it— or 
any consulting firm— have, for the kleas and concepts it 
launches into a company? 

After all, McKinsey was a key architect of the ftratcgic . 
thinking that made Enron a Wall Street darting. In books, ar- 
ticle*, and essays, its partners regularly Rtainj*jd their impri- 
matur on many of Enron's strategic* and practices, helping u> 
jw^iuon the erwrgy giant a* a corporate innovator worthy of 
emulation. The firm may not be the subject of any investiga- 
tions, but tta dose mvoKement with Enron raises the question 
of whether McKinsey, Kkc some other professional firms, ig- 
nored warning flags m order to Wp an imj>ortant account. 
The breakdowns d£ such visible clients could not have 
com*? 3t & m.>r«-" trying 
time. Instead of celebrat- 
ing the end of his third 
siid feud thre*-y*\3r tern. 

; ■ ..;■;;: ; :; :;;;:;:■ . ;: : : ; ; 

mm~197®% New strategy 
consulting boutiques Bostor 
. Consulting Group and Sain 
offe* trst intense 
competition m high-level 
strategy consulting. 




1033 Mar?m Bower, a lawyer and Harvard MBA, pins the 
New York office and essentially invents tire discipline ot 
enoefcm management consulting. 

1S3S Marshal FleW & Co 

■'; t&comes trie firm's first big. 
: client and eventually lures 
: James kteKinsey to be CEO. 



^192« University ot Chicago: : 
|* accounting professor Janes 
•: : 'Mac n McKinsey founds the v 

f||.;firrn. First client; meatpacker \ 
c.J' Armour- & Co. / : ' 

.15': paying McKim^y -a* much as 
*|.*H> million in annuxl feesvis 

just one of an unusual number 
ii of embarrassing dient failures 
~% for the elite consulting iSrn-.. 
'0 Besides S.nron, ther-*'^ Swisa- 
i| air, ivnwrL, and Global Croc^- 
§g tng— all McKinsey dients that 
*^ have iil<*d for bankruptcy in 
~> : relji.jv't;.' «hort ord^r And 
|S ib>-fr *r« just the biggest ( 

McKifu^-y al^i finds itself un- 
it probably lining up with other creditors to collect nnjiaid fees 
p from rwntlj b^jikrupt cornp^jjns thai wku ert dunng the 
i v late "9tte only to crash i&ter. Battery maker Exide Te^hnoJo- 
ll gies ami NorthT'oint Conimunk^tions Group Inc., an upstart 
" ^ u-Wiirn provider, kt** two such examples. 







departs firm 
fix Americai 
Express- «nd 
later ^ ; 
rxtcomer. CIO ct RJR 
Nabisco and IBM. Other 
alums head some of the 
world' 



t959 Opens first non-U. 5. 
othce in tond«-» and wins 
landmark assrgrmient with 
Sank of England. 

1960s Successful expansion 
overseas throughout Europe 
land Australia. 



I3©4 Launches The McKin 
sey Quarterly, which remain 
the foremost 
journal of 
manage- 
ment ideas 
produced by 
a consulting 
firm. 




as managing director, Gupta, 53; finds hi* finny . ] 
roib'd by a rare and potentially disruptive 
OownUmi in its businefs. Lik* mmi othf-r cwv 
suiting firms, McKinsey rode the e-businKt*'wave t«> rwjril . 
revenue* — and rcooni partner payouts— in 2000, When the 
h.«4T) turned lu bust, the firm was stuck uith far too many 
rtjicahwote and not i^uxdy <TVJUgh igmntr.rs The atuisatioji 
rate, or billable ttme. of hs consultants lias fiillen to its lowest 
level in more than 32 years; just 629b. vs. the heady U49J: lev- 
el ;durfng ; toe: dotcom boom, :;■:::;:: : ;; :; > Wy, :: :: s: Wi\ -^m 
All of" which raise* untvmforUble questmen?: about the Thats not to say th.U McKinsey has lost its standing, Hie 
™, — ----- — 1 tmn rerrmna the high pnm of higfa-4rvd consulting, with " 
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.':iaig.'cr ^azfeasca cr aay ;c£.;tba.^ t£zfc gofc,t&ej3 sa£o' 
' jtrsaMe. /W€ : etaad by • el; tlw work ms^^Beytssd -fS^^re^ 
: • ca»i ossjy esspa&sxe t*s& • trc^bis tssey : are .gcdag thTjnjg&L 
l-Sfls-a cadt&bg to be©." 
• 85SB, ouiEkkiro msrvrf thai, too cacrstiva psrtaernfcip hsa 
:; nst besa dravra into the defcacte, given &> , csstf-nrrya ia- 

^ct^oecaaS sa w&raiesa, at IssjA/'i say© "Waybs S.; Coc^jcq^ 
1*80; cf Sfesusedy a res«&i*c& iassi ; psrhSshasgi Sena 

| that keepo tabs ca ccKias&aKia, *lhe^ so e^5lc 

v ggfctero *«reEt after tlast oas. KeSisosy was Sac&y 3&ey 
that S^-cr, wbdeii ^j*) 




Z£cSL«*^y « psstBSPB get -xugat in ths eopbseia cf t&3 
2ste 'SQb aa£ esaSerlapoaa of ju^asslT: And if so^ v^si ebeof;. } 

; ; ;.tl»t;a3y;Bfeqii&^ of Ite ex^entf-V© ©avEa* Did St'v.- 

/efcrey ; ;&d3& ita core ya^Eaot Wlac* accojcstafeOtiy doao l&— csr ■>?•> 
eny eocsaltiag 5rsa~--bB»e far the ideas scd eosoepio it;"-..., 
b^achgg iato & ccaipu^wT >• . : .« .> v . ; . ; 

.'. Jz&er ' aS, Md&sasy "wes «, kay sir^tact cf strategic .. -i 

; tftfrfrfeg tiat made S&rca & Wa& gsy&ag, Jnho&a, «*v:>; 

: ;fc£sIao> sad eeaeyn, zts issctcsso regalxrly stamped .tisz&r fmpri. 
rsate? -ossr sasay sf . Sfercsfc , ateaSggiso seal ■ psiwSfcsB, be^jfsg. to ,:?v 
pos&fozL ; . caeargy : : giaist so a corpessfce . fescvator worthy ; <sf :;' i-i 

: cssateSitRv.'ftas fins* ap^&Dt : hs .tte/'aS^ct. ^'«^-'fev«d<ga^' : ->: 
tioaSj ixr': fcc c&xje fevc^v^cisat with Sarca skobo t5» qtssaSisa .< ' 

oai^ -5?sc^ to flaia^rtia^^; : ' 

: ^:T^-':b8^Hdusof«xiB :cf cukSi viasble exeats eocM ssei have 
: coebs at ' a zasre • ; tryicg; 1 
triL2. Euatesc, cf csiehrai- '<| 

-.ana ftessl three^yssc: : ;t«raa:-.. .:, 




consulting bo«ittqu*s Bostw 
Comumnfi Group and Bski 
offerfifst Inftotse 



S»S® 8Sss^ a. tester and Hjaverd MBA, Jarcs the 

fte Y«4c efftco and esssntieitjf (nvsnts the dbapiin© o? 
modem msj^gem2flr?t conauJtif^. 

jbecofT^s tts© firm's ft?st big 
eJlcnt end ^sntu^ly hlras 
Jxm«4 ^cKlnssy to b« CEO. 



|.aooountlns pppfessor ^jssbi*© 
] AjnwFjr & Co. 



* ^tStS ODD of GB UUiUXUQl2 

; ||v&r tas elite eanscltn^. Sr^; 
1 1| BscSdsD S^ETCja, thasne^a Swis» 
|| s% Ksm?ti ^ JGfcb&i proas- 

j I* b&r© glad fsr basateiasjtcy. ,jbt 

|§ relativaty : : at»ort .oyder, And;. 
: ; g§ :tbs80 are jaot tho'- fcsggast, 

5| KsKinscy als© fiaas fesslf .. 
• |^ prsb^^ HoiEg oj> wSh qShsr ciaiEtorB to ^ caBsat inpsid ifejs 
: |S frccn ET20S3st^f ; bssikropt ooK^eako psst 'eceried' «5aci2^; 4hs 
■rjiJi'iEte *SDa oz^y j'to crs^.Mi^ BiAt^-nsakK' SsSde/Ifedsffio^. 
; : gi gka and NcrthParat Coanasasaastfa^sa Cbro% las^^.t^etasi 
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25)SC Launches JTfcs SacS&v 




Secces«fuJ «aaf»}ao 

oversScS mitr^toui Europe ' 
AustreHa; 

roflad by ^..rare asai potsatisSy 'difrK^xSivief 
. 5*owoissni is ia? bosssaoc Ijiks asoat c<2t^ omk-;!. 
fisuKfeg fiwna, : Md&zssay; ^ave :.t» '''riwcpd > 

V 2*vazs2s&—ffis3 recced aa^JjttfiT.-fa^wjte-^ct ^Whaa t&a 
boom tssnscd' to 'baaty- : th& wee ctudfe with • iar too cu&sy . . 

rata, c?:^cfc> ttesV of £to oEssmjasssto aa» feUec to'its ibjrest 
•Jove! -tt^tam|tfam ffi'yMscs j^t iS^.va. t&a baa^ 

." "HifltVaot to eay thst Mc2Qa^y has loci tto nta^^.'^sa f'i 
firm jasaaras. the S^gfc paieEt of l^^le^ coBj33il2xa& : "with ijie 
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a we did not. do anything tlial is re-toted to ftnaiicia] structur- 
ing or disdosure or any of the tsi ttta* that gut them into 
trouble. "Wo stand by ail th*> work we did, Beyond that, we 
can onJy empathize with the trouble they are going through. 
Its a sad thing to nee," 

Still, witsiders: marvel that the secretive partnership has 
not been drawn into the debacle, given its extensive in- 
volvement at Enron. u fm surprised that they haven't bften 
subpoenaed as a witness, at leasC says Wayne B. Cooper, 
rtx» of Kennedy Information, a research and publishing arm 
that keep* tabs on ceruadtants. "There was so much smoke 
coming out of the Andersen crooking gun that ail the fire- 
fighters went nftor that one- McKinsey was lucky. They 
dodged a bullet" 

The bad iw, however, 
is that Enron, which was 



McKlNSEY 

CnM THE 




" DidiMcKittsey's partners get canght up in .tie : euphoria :of,iiie V 
■late '905;: and .suffer : lapses' of-judgtnchtt And = if what' does 
that Bay about the quality of -its expensive advice? Did it 
stray from its core values? What accountability does it— or 
any consulting firm — have for the ideas and concepts it 
launches into a eompany? 

After all, McKinsoy Was a key architect of the strategic 
thinking that made Enron a WaB Street dnriing. In ho<»ks nr- 
ticks, and essays, its parrjtets regularly stamped th*>ir impri- 
matur on marry* of Enron's stratcgw* and practices, helping to 
position the energy giant as a turjwrate innovirtor worthy of 
emulation. The firm may not be the subject of any investiga- 
tions, but its do3e involvement with Enron raises the question 
of whether McKinsey, like some other professional firms, ig- 
nored warning Hags in order to keep an important, account. 
The breakdowns of such "inhic clifot*. could not Imvt* 
come at a more trying 
time, instead of celebrat- 
ing: the »'-nd «if hi f < third 
and final three-year, terra 
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J 1*26 University of Cblc^o 
g accounting professor James 
|; "Mac" McKinsey TcundMhe 
|» firm. Frrst cbent: meatpacker 

3& paying Mekmscy a$ much as 
f\* ?Ki million tn annual fees, is 
just one of an unusual nom**=r 
I of embarrassing client failures 
ir.r the elite consulting iirm. 
- $i Besddes Enron, there's Swiss- 
|^ sir, Kmart, and f^obal Cr»>s- 
Jv ing—<dl McKinsey clients that 
.< have Jiled for bankruptey in 
|S relatively tihoH order. And 
s5 those are Jo«t the biggi-sk 
j? McKinsey *lso finds itself uo- 
[ 1 5 probably lining up with other creditors to collect unpaid fees 
I $£ from recently bankrupt "conqiaaics that soared during the : 
1 s| late "90s only to crash Inter. Battery maker Exide Technolo- 
r £| gies and NorthPoint Commmdeatmns Group Inc., an U|istnrt 
' |3 telecom provider, are two such examples. ' 

All of which raise* uncomfortable question* about the 





1933 Marvk* Bower, a lawyer and Harvard MBA, Joins the 
. New York office and essentially invents the discipline of 
modern management consult**" 

: become the firm's first big 
client and eventually hims 
""'Mckir®*y 4a tse CEO. . 



Consufting Group and Bain 

r first intense 
competition in high-level 
.strategy consulting; ; 

McKin 
partner toitj 
Gerstnef . . : 
departs firm 
for Amertcai 
Express and 
later 
LO of FJR 
id IBM. Other 
id some of the 



■ less; Opens first non-U.$ . 

office in Lonfk>n arid wins journal of 

landmark assignment with manage- 

Bank of England ment ideas 

td60s Successful expansion 
QWxiiY: fhroughout. Europe 
;v and' Australia ■ . ; ■ .. " " / 



X964 Launches The Afcrfm- 
sey Cb&rterly. which remain 
tn? foremost : 



produced by 
a consulting 
firm. 




as managing director, Guj>ta, 63. finds his Cm 
roded by a ran- iind potentially disruptive 
downturn in its business, like nx#r ^ther «tn- 
' suiting firms, McKinsey rode the ©-business wave to record 
revenues—and record partner payouts — in 2000. When the 
boom turned to bust the firm wa* stuck with far too many * 
consultants arni not raariy '^Higb .if -l^nnKn-.l.^ Trie uulrsr^jn 
rate, or btH-ibk- time, of its consultants ha.-3 falkm to its lowes-t 
loveJ in inore than 32 years; just 529^, vs. tiie lieady 64^ lev- 
el during the dot-com J»oom 

Tliats not to say that McKinsey lias lost its standing. The 
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